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CONROY, SMITH & CO.

certified public accountants

INDEPENDENT AUDITORS’ REPORT

Board of Directors
Global Direct Financial Services, LLC

We have audited the accompanying statement of financial condition of Global Direct -

Financial Services, LLC as of December 31, 2002, and the related statements of income,
changes in members’ equity and cash flows for the year then ended. These financial
statements are the responsibility of the Company’s management. Qur responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in
the United States of America. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An auditincludes examining on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly in all material
respects, the financial position of Global Direct Financial Services, LLC as of December 31,
2002, and the results of its operations, changes in members’ equity, and cash flows for the

year then ended in conformity with accounting principles generally accepted in the United
States of America.

Our audit was made for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in supplementary schedules I, II,
I1I and IV is presented for purposes of additional analysis and is not a required part of the
basic financial statements, but is supplementary information required by Rule 17a-5 of the
Securities and Exchange Commission. Such information has been subjected to the auditing
procedures applied in the examination of the basic financial statements and, in our opinion,
is fairly stated in all material respects in relation to the basic financial statements taken as
a whole, and in conformity with the rules of the Securities and Exchange Commission.

=

Certified Public Accountants

February 25, 2003
New York, NY

26 BROADWAY, NEW YORK, NY 10004 ¢ 212.425.2185 & FAX 201.488.7360 & CONSMITH@ MSN.COM



GLOBAL DIRECT FINANCIAL SERVICES, LLC

STATEMENTS OF INCOME AND CHANGES IN MEMBERS’ EQUITY

" FOR THE YEAR ENDED DECEMBER 31, 2002

Revenue:

Commissions
Other revenue

Total revenue
Expenses:
Employee compensation and benefits
Communications and data processing
Occupancy and equipment
Interest expense
Regulatory fees
Other expenses
Total expenses

Net loss

See the accompanying notes to financial statements.

$ 7,244
61,432

$ 68,676

$341,482
69,763
55,079
7,462
4,383
417,581

$895,750
($827,074)



- GLOBAL DIRECT FINANCIAL SERVICES, LLC

STATEMENT OF CHANGES IN MEMBERS' EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2002

Membership

Interests

January 1, 2002 - ' | ‘ $1,027,774
Capital contributions ‘ 300,000
Net loss o | | (__827.074)
Décember 31, 2002 - : $ 500,700

See the accompanying notes to financial statements:.



GLOBAL DIRECT FINANCIAL SERVICES, LLC

'STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2002

Cash Flows From Operating Activities

Net loss | : ($ 827,074)
Adjustments to reconcile net loss
to net cash:
Depreciation and amortization 281,889
Increase in receivable from clearing
organization oo ( 797,982)
Decrease in other assets 1,583
Increase in accounts payable 16,672
Cash used in operating activities ($1,324.912)
Cash Flows From Investing Activities
Purchase of furniture, equipment and
leasehold improvements ($_27.927)
Cash used in investing activities ($ 27927
Cash Flows From Financing Activities
Proceeds from subordinated borrowings $1,000,000
Capital contributions 300,000
Cash provided by financing activities $1,300,000
Net decrease in cash and cash equivalents ($ 52,839)
Cash and caslfeqm’valents, January 1 160,434
Cash and cash equivalents, December 31 $ 107,595

 See the accompanying notes to financial statements.



Note 1.

Note 2.

GLOBAL DIRECT FINANCIAL SERVICES, LLC

. NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies

Principal Business Activities

The Company is a broker-dealer registered with the Securities and Exchange
Commission (SEC) and is a member of the National Association of Securities
Dealers (NASD). The company plans to operate on various exchanges around the
world but has not as of yet commenced operations.

Income Taxes

The Company is a limited liability company, which is taxed as a partnership.
All gains and losses are distributed to the company’s members each year.

Furniture and Equipment

. Furniture and equipment are stated at cost. Depreciation is provided over
the estimated useful lives of the assets using the straight-line method.

Cash Equivalents

For purposes of the statement of cash flows, the company considers all highly
liquid investments purchased with a maturity of three months or less to be cash
equivalents.

Use of Estimates

The preparation of financial statements in conformity with accounting
principles generally .accepted in the United States of America, requires
management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those
estimates.

Furniture, Equipment and Leasehold Improvements

Asof Décember 31, 2002, furniture, equipment and leasehold improvements
consists of:

Furniture and fixtures » $ 22,534
Equipment 328,901
Software 271,148
Leasehold improvements 10,020
$632,603

Accumulated depreciation (01352,713)
Net $279,890



Note 2.

Note 3.

Note 4.

Note 5.

GLOBAL DIRECT FINANCIAL SERVICES, LLC

NOTES TO FINANCIAL STATEMENTS
‘ (Continued) B

Fui’nituré, Equipment and Leasehold Imgi‘ovements (Continued)

. Depreciation and amortization amounted to $214,124 for the year ended
December 31, 2002.

Commitments

- The Company leases office space under an agreement which expires
December 31, 2003 at an annual rental of $57,600, with the option to rent
additional space if required. Rental expense for the year amounted to $44,079.

The future minimum rent payments are as follows:

2003 $57.600

Subordinated Borrowings

The borrowings under subordination agreements at December 31, 2002, are
listed in the following:

Secured demand note collateral .
agreement, 1.2%, due May 31, 2004 $1,000,000

The subordinated borrowings are available in computing net capital under
the SEC’s uniform net capital rule. To the extent that such borrowings are
required for the company’s continued compliance with minimum net capital
requirements, they may not be repaid.

Nei: Capital Requirements

As a broker-dealer, the company is subject to the SEC’s uniform net capital
rule 15¢3-1. The rule requires that the company maintain minimum net capital,
as defined, or the greater of $250,000. Net capital and aggregate indebtedness
change from day to day, but as of December 31, 2002, the company had net capital
of $973,349 which was $723,349 in excess of its required net capital. The
company’s. net capital ratio was .029 to 1.




'SUPPLEMENTARY INFORMATION
PURSUANT TO RULE 17a-5 OF THE

SECURITIES EXCHANGE ACT OF 1934

AS OF DECEMBER 31, 2002




Schedule I
- GLOBAL DIRECT FINANCIAL SERVICES, LLC
SCHEDULE OF COMPUTATION OF NET CAPITAL UNDER
SECURITIES AND EXCHANGE COMMISSION RULE 15¢3-1
-AS OF DECEMBER 31, 2002
Total Capital
Total members’ equity o $ 500,700
Total members’ equity qualified
for net capital $ 500,700
Adad:
Liabilities subordinated to claims of
general creditors 1,000,000
Deductions and/or charges:
Non-allowable assets: ,
Furniture, equipment and leasehold improvements . $279,890
Other assets ‘ - 229,200 509,090
Net capital before haircuts
on securities position $ 991,610
Haircuts on securities: S
Other securities o - (__18,261)
Net capital $ 973,349
Computation of Basic Net Capital Requirement
2% of aggregate debt items ‘ 0
Minimum dollar net capital required i ‘ $ 250,000
Excess net capital - $ 723,349
Net capital in excess of 5% of aggregate debit
items or $120,000, if greater $ 853,349
Computation of Aggregate Indebtedness
Total AL liabilities | $ 29029

Percent of aggregate indebtedness to net capital ' 2.9



]

Schedule 11

" GLOBAL DIRECT FINANCIAL SERVICES, LLC

SCHEDULE OF COMPUTATION OF RESERVE REQUIREMENTS
UNDER EXHIBIT A OF SECURITIES AND EXCHANGE COMMISSION RULE 15¢3-3

AS OF DECEMBER 31, 2002 -

The firm did minimal business with customers during 2002. As of December 31,
2002, the firm had no credit or debit items, thus the firm had no reserve requirements as of
December 31, 2002. ' '



Schedule ITT

GLOBAL DIRECT FINANCIAL SERVICES, LLC

SCHEDULE RELATING TO THE POSSESSION OR CONTROL REQUIREMENTS
UNDER SECURITIES AND EXCHANGE COMMISSION RULE 15¢3-3

~AS OF DECEMBER 31, 2002

Customers’ fully paid and excess margin securities not in the respondent’s possession
or control as of the report date (for which instructions to reduce to possession or control
had been issued as of the report date but for which the required action was not taken
by respondent within the time frames specified under rule 15¢3-3): 0

A. Number of items

— 0

Customers’ fully paid securities and excess margin securities for which instructions to
reduce to possession or control had not been issued as of the report date, excluding items
arising from "temporary lags which result from normal business operations" as permitted
under rule 15¢3-3.

—90
A. Number of items .




Schedule IV
GLOBAL DIRECT FINANCIAL SERVICES, LLC

RECONCILIATION OF COMPUTATION OF NET CAPITAL
UNDER SECURITIES AND EXCHANGE COMMISSION RULE 15¢3-1

AS OF DECEMBER 31, 2002

There is no difference between the audited and unaudited filings.




CONROY, SMITH & CO.

certified public accountants

Board of Direcférs
Global Direct Financial Services, LLC

In planning and performing our audit of the financial statements of Global Direct Financial
Services, LLC (the Company), for the year ended December 31, 2002, we considered its
internal control structure, including procedures for safeguarding securities, in order to
determine ourt auditing procedures for the purpose of expressing our opinion on the
consolidated financial statements and not to provide assurance on the internal control
structure.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we
have made a study of the practices and procedures followed by the Company, including tests
of such practices and procedures that we considered relevant to the objectives stated in rule
17a-5(g), in the following:

1. Making thé periodic computations of aggregate indebtédne_ss (or aggregate debits) and
net capital under rule 17a-3(a)(11) and the reserve required by rule 15¢3-3(e)

2. Making the quarterly securities examinations, counts, verifications, and comparisons,.
and the recordation of differences required by rule 17a-13

3. Complying with the requirements for prompt payment for securities under Section 8
of Federal Reserve Regulation T of the Board of Governors of the Federal Reserve

System .

4. Obtaining and maintaining physical possession or control of all fully paid and excess
margin securities of customers as required by rule 15¢3-3

The management of the Company is responsible for establishing and maintaining an internal
control structure and the practices and procedures referred to in the preceding paragraph.
In fulfilling this responsibility, estimates and judgements by management are required to
assess the expected benefits and related costs of internal control structure policies and
procedures, and of the practices and procedures referred to in the preceding paragraph, and
to assess whether those practices and procedures can be expected to achieve the SEC’s above-
mentioned objectives. Two of the objectives of an internal control structure and the practices
and procedures are to provide management with reasonable but not absolute assurance that
assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition, and that transactions are executed in accordance with
management’s authorization and recorded properly to permit the preparation of financial
statements in accordance with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

26 BROADWAY, NEW YORK, NY 10004 & 212.425.2185 & FAX 201.488.7360 & CONSMITH@ MSN.COM




Because of inherent limitations in any internal control structure or the practices and
procedures referred to above, errors or irregularities may occur and not be detected. Also,
projection of any evaluation of them to future periods is subject to the risk that they may
become inadequate because of changes in conditions or that the effectiveness of their design
and operations may deteriorate. Our consideration of the internal control structure would
not necessarily disclose all matters in the internal control structure that might be material
weaknesses under standards established by the American Institute of Certified Public
Accountants. * A material weakness is a condition in which the design or operation of the
specific internal control structure elements does not reduce to a relatively low level the risk
that errors or irregularities in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period by employees
in the normal course of performing their assigned functions. However, we noted no matters
involving the internal control structure, including procedures for safeguarding securities, that
we considered to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in
the second paragraph of this report are considered by the SEC to be adequate for its purposes
in accordance with the Securities Exchange Act of 1934 and related regulations, and the
practices and procedures that do not accomplish such objectives in all material respects
indicate a material inadequacy for such purposes. Based on this understanding and on our
study, we believe that the Company’s practices and procedures were adequate as of December
31, 2002, to meet the Commission’s objectives.

This report is intended solely for the information and use of Board of Directors, management,
the SEC, National Association of Securities Dealers, and other regulatory agencies that rely
on Rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered
brokers and dealers, and should not be used for any other purpose.

S /1

Conroy, Smith & Co.

February 25, 2003
New York, NY




